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Background

1. The Responsible Minerals Sector Initiative (RMSI), housed at the Beedie School of Business at Simon
Fraser University in Vancouver, Canada, is a collaborative initiative to bring together people and
organizations from diverse perspectives, insights and experiences to understand the concepts,
develop the tools, and build the networks and relationships necessary to effectively manage and
lead responsibly in the extractive sector around the world.

2. The overall goal of the RMSI Dialogue Series is to shape and inform the development of a focused
program of activities related to Pathways for Improving Practice and Agendas for Responsive
Research. RMSI’s objective is to support capacity building and competency development in
strengthening working relationships and cross-sectorial engagement in the mineral sector.

3. This report is for the second RMSI Dialogue Series event, entitled “Mexico, Canada, and the
Mineral Sector: Responsibility and Sustainability Challenges and Opportunities” held on October
20, 2011 in Vancouver, BC, Canada.

A Dialogue, not a Conference

4. The “spirit of the dialogue” was to support a continuing conversation to share and discuss diverse
perspectives, values, and interests, not engage in a conference or negotiation to reach outcomes.
The following points were confirmed as the framework in which the dialogue would go forward.

a. Beginning a conversation, not attending a conference. Lay the foundations for building the
relationships and networks that will sustain a continuing conversation into the future

b. Diverse voices from across the sectors with different values and interests. Participants open to
the possibility that their ideas may evolve over the course of the dialogue.

c. Safe place to understand where we agree and disagree, and explore the reasons with a view to
strengthening the common ground and finding ways to live with each other in spite of our
differences.

d. More voices with fewer words, rather than few voices with many words. Respect for each other
by respecting the need for the discipline of time, and trusting that what is said and done here
will stay here so that each of us can engage in an open and comfortable way.

e. Summary notes will capture the history of the conversation without attribution, so that
everyone is able to share the nature of the conversation and the discussions that took place.

5. The dialogue was structured around five focused theme areas:

The nature, extent and importance of the Canada/Mexico relationship in the mineral sector.
Embedding sustainability in organizational structures, global standards and norms and the use of
non coercive instruments in support of sustainability objectives.

c. Land access, with particular reference to free prior informed consent, indigenous communities
and ejidos, and other aspects of Aboriginal and collective rights.

Dialogue Summary - Mexico, Canada and the Mineral Sector: Responsibility and Sustainability Page 3 of 25



6.

BEEDIE SCHOOL OF BUSINESS
SFU RESPONSIBLE MINERALS
SECTOR INITIATIVE

d. Relationship building and dispute resolution in the mining sector.
e. Key insights and learnings from the day.

The room was organized as a large circle of chairs. Each theme was structured to include two Lead
Discussants and 3 — 5 Roundtable Discussants reflecting a broad range of perspectives including
indigenous, non-governmental, academic, corporate and government. Both Canadian and Mexican
perspectives were well represented. Plenary discussions followed the roundtable dialogues.
Appendix 1 provides a list of participants in each theme area; Appendix 3 provides a complete list of
participants. English and Spanish simultaneous translation services were provided. In this way, all
51 attendees were able to contribute to the dialogue.

Planning for the event included ensuring that opportunities would be provided for informal
conversations over lunch, a closing reception and follow —up visits and meetings on October 21,
some of which had been organized in advance, and others that grew out of the dialogue.

Opening and Introductions

8.

9.

10.

11.

The Squamish Nation provided a traditional welcome in the customary way.

Glenn Sigurdson, Chair of the RMSI and lead facilitator provided an overview of the dialogue and its
objectives. He reviewed the spirit in which it was going forward, and that whatever may be the
outcomes of the day as the discussion proceeds, the fact that we have such an experienced and
diverse group here in one room who can bring a rich range of perspectives is, in itself, and important
and positive step in building the relationships and networks to carry this dialogue forward. He
offered the view that the essence of dialogue was “being open” — open to the possibility that what
you thought going into the conversation may evolve as it moves forward. He added that a very
elegant and simple way of thinking about dialogue flows out of an indigenous expression “a good
way to a good place”, meaning that what people measure is not just the substantive outcomes
reached, but whether they felt they were recognized, their voices heard, and were treated fairly and
with respect.

Participants worked in small groups to conduct introductions and engaged in an opening
conversation on “the single most important thing which you believe needs to be present to ensure
effective relationships between companies and communities”.

Key points were captured on sticky notes and displayed for viewing during meeting breaks,
including:

e  Mutual respect and trust, accountability, responsiveness

o Afundamental understanding of natural limits and their impact on social systems
e Good faith and open dialogue is essential among parties that are far apart

e Build capacity via education and understanding on all sides

e Values based leadership

e Proactively plan for prevention
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e Social license — social contract. Knowing that the other party is genuinely interested in the
benefit of both

e Clean, reliable and respect ethical standard in play by companies

e Open lines of communication, proactive listening and hearing

e Love for life (amor por la vida), Change (cambiar), Good Will (Buena voluntad)

e Building bridges between corporate managers and workers/contractors so that they both
understand and can act on mutually relevant issues and responsibilities

e Empathy (empatia), Tolerance (tolerancia)

e To trust surrender to the dialogue process, cooperation

e |nnovative regulatory strategies beyond voluntary compliance and costs.

e Equality (equidad) and equal communication (communidad corporacion)

e Build community capacity to relate, make, durable commitments

e Humilty (humilidad) and Communication (comunicacion)

e Para con crecimiento de todos con participacion de cada uno

e Conocimiento del otro conversacion franca

Theme 1:Why is this an Important Conversation? Priorities, Concerns,
and Issues

A dialogue on the nature, extent and importance of the Canada/Mexico relationship in the mineral
sector.

12.

13.

14.

Canadian mining companies are the largest investors in the mining industry in Mexico.
approximately 40 Canadian companies(ranging from small junior exploration companies to
multinationals with major operations) active in Mexico responsible for 70-80 % of the exploration
and mining activity in Mexico , and a total investment exceeding $5 billion. The mineral sector is an
important and growing relationship, both to Mexico and Canada.

Notwithstanding the long history of mining in Mexico prominent in the colonial era but reaching
back much further in the cultures of pre — colonial times, it is only in recent years that exploration
and mining has been re- energized as a major focus of activity . That has brought with it both
opportunities and challenges. Mexico needs to deepen its capacity to fully participate in the sector —
including expanding professional and technical training programs- to ensure that Mexicans are able
to more fully participate in the modern mining industry. And with the growth of mining operations
has come inevitable concerns and clashes with respect to impacts on communities, and workers
standards and safety. Many of these issues have become quite polarized and conflicted which is
creating a growing awareness of the sector, the concerns, and the visibility of Canadian operations.
Beginning this dialogue, in this way at this time, is both timely and important.

While the importance that dialogue can play in creating understanding, relationships and helping
to resolve issues is recognized, the greatest challenge is “the beginning” for each of the prospective
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participants has their own apprehensions and assumptions about the other — e.g. communities and
workers may worry that it is opening the door to compromises on fundamental rights that are non-
negotiable; companies may be concerned that the “facts “are not being accurately represented by
advocacy groups; and some are suspicious that a companies stated commitments to “ sustainable
prosperity” are just words, not actions. “Language” —the words that are used by each side- can also
become a significant barrier to opening a dialogue (e.g. genocide), or misunderstandings about the
meaning of words across cultures (e.g. negociaciones translates to doing business in Mexico)

With the Internet, information and communication flows more quickly and fluidly, which creates a
new range of challenges in “tracking’ and “responding” to a fast moving dynamic. As things “heat
up”, expectations, demands, and positions become more polarized, and potential solution seeking
conversations sidelined. While it is unrealistic to expect that we can achieve convergence or
common ground (“the ground is shaking” too much) on every situation and concern, what we can
realistically aspire to is “cross-vergence” where we continue to have differences but there will be
enough common ground that we can co-exist in a productive way.

From a development perspective, everyone needs to work together to grow the whole and the
conversation needs to shift toward “growing the pie”, away from what part of the pie each is
entitled to have. Companies can grow the pie by helping to build sustainable and economically
viable communities. To achieve this, elements such as equal access to information, training and
education will be critical. Applying standards and rules will not be sufficient — what will be essential
is continuing conversations where companies and communities, and the other players that are
involved, create shared value through the engagement of all the members of the community
whatever their roles might be.

It is in the interests of Government to assist in the development of good relationships between
companies and local communities for many reasons in many ways including the fact that mining
issues have implications for the bi-lateral relationships of the countries and t reputations
worldwide. We are engaged in a “trialogue” (three way interaction among companies, communities
and governments).

Theme 2: Embedding Sustainability and Developing Norms. Exploring

Values and Standards, Interests and Rights

A dialogue on embedding sustainability in organizational structures, global standards and norms and the
use of non coercive instruments in support of sustainability objectives.

18.

Rules embody norms and values and where there is broad endorsement to rules, can help to build
trust among those affected by them. But conversely, where there is no concurrence on rules, or
what they mean or how they should be applied, their effect may to reveal and exacerbate divisions.
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Rules then become the basis for conflict, and require the need for processes of intervention — from
courts to mediation or other forms of intervention.

19. Reliance on rules can bring with them other challenges:

a. The number and multiplicity of “rules” and standards is becoming overwhelming and
confusing (. E.g., one company has publicly committed to follow 27 international codes).
Might it be possible to respond to this complexity by “collapsing ”( ie rationalize the
“bundle” in relation to the mining sector) into a smaller set of “basic rules” that have
stood the test of time, enjoy broad based acceptability, and have therefore “But “who”
could do that? Perhaps a “coalition of the willing”, if one emerges.

b. Rules can lag behind the changing normative context. In mining this is changing rapidly
so the rules that are applied may no longer be “applicable”. E.g., the ISO 26000 CSR
standards are in flux;

c. There are many “rule makers” — government, non-government, international
organizations. There are many different standards, forms, modes of operation, etc, and
thus differences in how they are applied and embedded in an organization. In the global
context that mining operates in this presents unique and special challenges.

20. Rules are necessary but not sufficient. This underscores the importance of continuing to maintain a
dialogue to reveal the common ground and the differences, and determine approaches to dealing
with both.

21. Embedding sustainability into the culture of an organization is a complicated challenge, Delivering
on what you say you will do is one thing, finding new and better ways and making the changes
needed to deliver on them is another. There is a natural tension between fulfilling commitments-
fulfillment - in conventional ways with conventional wisdom (using a certain set of skills), and
innovating new ways (requires different skills) — innovation. Different approaches and skills are
required, and the tension can lead to conflict.

22. Change initiatives usually fall into two large categories: the formal (policies and procedures) and
informal (the activity of walking the talk).

a. When “formal and informal” are contrasted with “fulfillment and innovation” it creates
four “quadrants” that describe activities that can be used to embed sustainability into
an organization.

b. Most reliance has been placed on activities that fall into the “formal/fulfillment”
guadrant to introduce sustainability into the organizational “DNA”. But has this focus
on embedding rules and procedures delivered on expectations?

c. Research is demonstrating that a shift or “expansion” in focus toward “informal”

activities is required for real change to happen.

23. Embedding sustainability must start with understanding “how” an organization works , not laws and
procedures, Gap assessments are one tool to explore these dynamics, e.g. identifying what activities

Dialogue Summary - Mexico, Canada and the Mineral Sector: Responsibility and Sustainability Page 7 of 25



BEEDIE SCHOOL OF BUSINESS
SFU RESPONSIBLE MINERALS
SECTOR INITIATIVE

an organization is dong and where they fall in the quadrants. In many organizations, most activities
fall into the “formal/fulfillment” quadrant, which reveals the need to develop activities (and skills) in
the other areas.

24. However, ensuring a balancing across all the quadrants is essential — eg in large energy company
committed to “innovation around sustainability” the company was experiencing basic compliance
failures at their facilities. What research revealed is that the management and employees were not
clear on the regulations they had to comply with and accordingly “fulfilling” polices and procedures.
A commitment to innovation had morphed into a “cowboy” culture nature that rewarded
“firefighters “without regard to compliance with prescriptive rules and regulations.

25. Voluntary initiatives can be effective but “signing up” to a set of principles (e.g., the global compact)
tells us nothing about how they will be given effect in practice. Understanding the gap between
‘saying’ and ‘doing’ is helped by recognizing the distinction between frameworks, guidelines and
standards, and management systems. And by understanding the three “tiers” of drivers affecting
implementation - policy, practice and culture/values.

a. These distinctions also help inform strategic selections on what approaches and tools
work best in engaging different stakeholder groups and constituencies. l.e. understand
company values, stakeholder values, and then use standards to facilitate better
relationships.

b. Distinctions also lead to inconsistency in application of standards among companies,
and within companies among jurisdictions.

c. Effective implementation/embedding requires commitment “from the top”. If the
president and Board of Directors do not buy in no one else will. One company
representative shared an experience of a heated discussion between the CEO and Board
over whether “stakeholders” should be included in the company mission statement
(alongside shareholders)

26. Voluntary initiatives can be effective but voluntary initiatives are not sufficient in and of themselves.
Some aspects of CSR responsibilities are not negotiable, and some companies and organizations do
not have a sufficient level of governance in place to ensure that voluntary commitments will be
delivered.

27. The effectiveness of voluntary initiatives will be enhanced when they are subject to third party
independent oversight and transparent reporting. There are many examples of performance
initiatives being checked by outside parties. An important lesson is that the way information is
reported /communicated is a key aspect of this approach. A mutual third party can constructively
help identify gaps and where initiatives have not been as effective as intended. Without
independent oversight, company efforts on sustainability can be perceived as “greenwashing”,
regardless of the accuracy of the claims.
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Regulations pertain mostly to compliance, but compliance by itself may not sufficient. In contrast,
standards can evolve in different ways appropriate to the context of different jurisdictions, and
respond to the needs of communities, thereby providing a wider opportunity for a constructive
dialogue on common ground. Eg Bill C-300 that had been under discussion, contemplated only
regulation in Canada.

Companies look at trust in terms of securing a “social license” to operate. Effective companies are
very proactive in the community in order to secure and maintain that ‘license’ — but even there
challenges may arise e.g., outside contractors are often engaged who do not share or understand
the importance of that commitment, and if not effectively controlled ,— can impact relationships.

Simple basic principle is to “Treat others, as you want to be treated” —that is the essence of a
genuine partnership with the community. Companies must develop the will and wherewithal to
put themselves “in the shoes” of the community and establish behaviors accordingly — e.g. “ethical
behavior” for example, respect for sacred sites, the impact derived from the president coming to a
mine and visiting a community, the commitment to a “complaint mechanism” (e.g. number to call
with concerns), etc.

Trust is built long-term not short term, and through dialogue, not just communication. Actions speak
much louder than words - deliver on what has been promised or don’t make the promise—. Once
there is a breach of trust it is hard to recover. Mistakes or missteps can occur if it is “assumed” what
a community may want with a company, and the opportunity to have a completely different kind of
dialogue with a community is missed. Adopting the stance that government has “given permission”
is no longer sufficient- relationships have to be built on something much deeper. Laws and
regulations provide a framework but sticking only to them is not sufficient to build trust.

Dialogue is the foundation and allows for the possibility of change. Companies need to find ways of
involving the local community in their company (e.g. through decision planning at a mine) and
operations (e.g. open information sharing — before problems happen not just after) Respond to
community thoughts and concerns to show them they are recognized and addressed.

Investors, governments and communities alike (not only companies) all have a role to play in
building trust. A key need is for other two parties to understand the language of the investors (and
vice versa). Need to equip or provide stakeholders with enough wherewithal to have an informed
relationship. Government needs to acquire knowledge and be competent at what they do.
Communities need to be fully equipped to deal with their issues.

Role of government — legislation will provide a platform on which to build a relationship, but on its
own it will not accomplish it. The government’s role is broader than regulation and includes
Information, capacity building, etc. Government can be pro-active in providing in neutral way to
assist companies and communities in building relationships and ensuring that communities can
access the information they want.

Dialogue Summary - Mexico, Canada and the Mineral Sector: Responsibility and Sustainability Page 9 of 25



35.

BEEDIE SCHOOL OF BUSINESS
SFU RESPONSIBLE MINERALS
SECTOR INITIATIVE

In the middle of all complicated conflicts there are “many truths”. Real job is to build an
understanding that every truth has validity. A common mistake is to adhere only to “western truth”
i.e. expert knowledge that there is a truth. But, this might not deliver value to a company. Work
with independent scientists and allow communities to be involved in determining which questions
need to be asked. It may take a lot of dialogue to get to the questions, but the way the information
enters the dialogue is more important than the information. Perception is truth — because it is built
on knowledge, culture etc. Think about what information is going to get to us into a conversation
and to get to a good place.

Theme 3:Companies and Communities: People, Land and Minerals
A dialogue on land access, with particular reference to free prior informed consent, indigenous

communities and ejidos, and other aspects of Aboriginal and collective rights.

36.

37.

38.

39.

Ejidos and other forms of indigenous and agrarian collectives, have a long history in Mexico, and
cover over 90% of the land base of the country Ejidos, and other forms of agrarian and indigenous
collectives , cover most of the land base in Mexico — the mines, forests, and beaches. There is no
mine in Mexico that is not associated with an ejido.

The goal of the Office of the Procurador Agrario is to give effect to the legislation and support the
administration of ejidos, including their relationships and interactions with foreign investors, such as
Canadian mining companies.The Office employs alarge team of professionals to support the
management and administration if ejidos with over 2,700 employees: 600 are lawyers who are
defending the interests of the ejidos and 1500 engineers and administrators. The organization has
over 1000 offices in the country. (Appendix 2 contains the complete presentation on this
organization and its functions).

In this role the Procurador has a special relationship with the ejidos, and in that regard can also play
an important and helpful role in facilitating communication between foreign investors like the
mining companies who are exploring and operating in Mexico.

The office of the Purcurador is also responsible for the federally funded program known as “The
Promotion of Public and Private Investment on Rural Property ( ‘FIPP”)” with the following goals:
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e i m—
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The office of the Purcurador is accessible and services to both the ejidos and companies in
negotiating land access arrangements to enable exploration and mining operations, develop the
instruments to provide legal certainty to these arrangements., and support ongoing relationships
when that is the mutual intent. Contracts can be entered into for up to 30 years and can be
extended as often as the parties want. The agency provides advice to the local organizations
administering the ejidos, and when asked, to companies who wish to enter into discussions with the
ejidos including organizing working meetings. The office also ensures linkage and co-ordination
between land registries.

In delivering these responsibilities, the office has been in discussions with ejidos across the country
to determine their interest in pursuing these investment opportunities

The Office also provides services to foreign investors who are assessing opportunities for investment
and opening doors for discussion with ejidos — and the earlier that this communication is opened
with the Office the better in terms of its ability to be of assistance.

The role of the First Nations Energy and Mining Council was overviewed by its Chair who highlighted
key considerations regarding land access and development in light of Aboriginal title and rights. The
Council acts in an advisory capacity to the Chiefs of First nations of British Columbia, and advocates

on their behalf.

In BC there are unsettled aboriginal title issues that have dominated conversation for last 100 years.
In BC, there are two kinds of title: Crown title and existing aboriginal title. The challenge is how to
manage the land base and resource extraction given these two types of title. Mining is very
important to Canada — Canada is still very much a country that has built its economy on resource
extraction. , and resources are important both to the future of Canada, and its First Nations
Relationship between First Nations and mining companies in BC is beset described as “in the
building stage”. Key points in this advocacy position include:
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a. The rights of Aboriginal people must be recognized and respected, which can be most
clearly and positively assured with their participation as real partners achieved through
the negotiation of a long-term relationship. Today this includes the expectation of some
ownership interest in the operation and its revenue stream, ie Government to
government relationships must include revenue sharing, and FN to private sector
relationship must include profit sharing.

b. Before development can occur, consent of indigenous peoples should be sought.

c. InCanada, indigenous communities are not against mining. Private land and values are
respected. First Nations are looking to do agreements that make sense for the
communities, including revenue or profit sharing. But if mining companies do not
understand the communities that they operate in and share the wealth being extracted
from those communities with the communities — then they will not be mining.

Mining depends on the right to access land, and the right to the use of it is critical to the
development and operation of a mine. Respecting the interests of the community in the land is the
first and essential step in building effective long term relationships between the community and the
company, and ultimately securing stability of access to the land. What is the legacy of what is left
behind, for example revenue sharing and education? Companies do this for access and reputation.
“Access” to land must start with an acknowledgement of rights and interest in land, and building
effective relationships based on an understanding of “the life of the community” and their world
view(how they see the world—ie cosmos). Improving people’s lives and lifestyles includes money
but it is more than that. Often communities are not interested in large sums of money but in helping
them improve their own circumstances. Understanding this will be critical for doing business
successfully in Mexico and elsewhere. When a company “shows up “talking about progress, money,
resources or development, without first taking the time to learn and understand the community and
build trust, issues are inevitable.

Community interactions with mining companies are inconsistent both in Canada and Mexico — for
different companies have different views and organizational cultures with respect to indigenous and
community rights and interests. Unevenness across the industry spectrum in dealing with
communities, whatever the underlying reason, is a challenge which needs to be taken on and
“driven into” for real progress to be made.

Experience in BC over the past 20 years, has demonstrated that the quality of indigenous
participation in planning prior to any land use is a major factor in the success of a mining project —
the “success stories” are the ones where the First Nations are engaged early and engaged in all
decisions in the planning and design stages. You know you have succeeded in building a successful
relationship when the Chief describes the relationship as “awesome” - built on the strength of an
ongoing dialogue, which started very early, between a First Nation community and a Canadian
mining company has “reverberated” so that some of the thoughts and ideas of the community have
become infectious/symbolic within the company. The two parties are learning from each other.
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Indigenous people have a different view of time and space. The mining company will be there for a
short time — but the people and the communities will remain long after when the land is returned to
its original, traditional or another use. Itis up to the indigenous community to decide whether the
benefit of the mining exceeds the impacts to the community. Conflict arises when the community
decides to say “no”.

Indigenous communities can build relationships with companies directly without the assistance of
government.

One key is that everyone is committed to the community respect paradigm. The practical problem
is to get everyone on the same page, especially in a cross-cultural context. A story was offered
about Steve Jobs from Apple who provided some insights on this problem: you need to follow your
instincts to do what you feel is right; it is important to follow what you believe; and trust in
something. The lesson - social conscience will move us forward and re-awakening that conscience is
a part of what we are doing with dialogue.

The mining sector is a complex place where the supply chain extends well beyond the mine itself,
especially at the exploration stage and with junior and mid-tier companies.

a. The major mining companies in Canada are “getting it” and are trying to engage
indigenous communities and get consent. Often it is with the small and medium size
companies where the greatest problems arise.

b. Smaller companies have special challenges: they typically have limited time horizons for
their exploration activities, are much smaller organizations with less capacity, rely on
equity financing. The best way to get them to change their practices may be to establish
legal requirements they need to comply with or face punishment, and these
requirements should be built into their financing acquisition — securities laws.

c. Then the small company gets sold to a larger company who inherits a problem. This
reveals the need to educate the exploration companies.

Critical limitations must be understood, because any information that reaches the public domain
affecting the company’s prospects mush be accessible to the markets at the same time. As such,
securities laws may create mistrust in communities because they cannot tell people anything that
the “investment community” does not know about.

In Mexico, there has been sharing with the indigenous communities for 77 years, and a belief that
everyone should gain from the agreements. The government will help with the process provided
that the indigenous population who are the owners will benefit.

Theme 4: Building Relationships and Resolving Differences

A dialogue on relationship building and dispute resolution in the mining sector.
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55. Some contextual observations made to open the discussion included:

a.

Tension and conflict are inevitably associated with development and change. The challenge
is how to manage conflict effectively, deal with differences when they arise, and get ahead
of disputes to minimize the likelihood of them arising in the first place.

Conflict over regulations has clear consequences. The more difficult situations arise out of
to conflict over standards and “soft law”.

CSR standards are important — but inevitably there will be a gap between legal standards
and social expectation. Legal rules can never keep up with evolving social norms. It takes a
long time for social norms to be reflected in hard law.

Host countries want foreign investment - but want it done in ways that minimize local social
conflict.

Critical elements in the success of any mining company are: access to resources; cost
effective production and securing and maintaining a social license, which is achieved
through sustainable relationships. Need to seek “a good way to a good place”.

Access to remedy is increasingly complex — because there are so many offices, laws,
standards, etc. Some are government to government only. Some offices deal only with local
law.

The role of the Canada’s CSR Counselor Office is to actively promote responsible practices
for Canadian companies abroad and to resolve, through constructive dialogue, disputes
connected with endorsed performance standards.

56. The focus turned to a n overview of the history of security and human rights with respect to mining

operations, and some of the points made included:

a.

A voluntary standard on security and human rights was developed because mining
companies were getting sued. The suits were for huge sums of money and often arose
from nature of the security arrangements in place between the company and the police or
army of the host country. There were large reputational effects arising from of these
disputes.

Companies got together with some NGOs and governments began to collaborate on the
development of international norms on security and human rights, called the “Voluntary
Principles on Security and Human Rights” .( 85% of which relate to the use of force. )

A review after 5 years showed that having the standards in place had two effects: it
provided companies with some guidelines on the conduct expected of them, and resulted
in better performance from the security organizations they were dealing with. The
Voluntary Principles also provided companies with a framework for assessing the potential
risk of conflict —ie a risk assessment tool that identified all areas of potential conflict. Most
of the risks were associated with social and environmental concerns: water rights,
community rights, etc., further demonstrating the “business case” for sustainability and for
approaches such as dialogue that are the basis for effective relationships that “mitigate”
these risks.

The Voluntary Principles on Security and Human Rights are widely considered to be among
the most effective voluntary agreements in place — if implemented. They make direct
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reference to 2 UN agreements on the use of firearms and policing. They provide for
standards of training of security forces. If they cannot be adhered to, a company should
not be in the mining business.

e. Although Mining companies are not responsible for public security in the host country, it is
prudent in many countries to have something explicitly agreed to in writing to confirm this
so that there is no possibility of uncertainty and downstream “ finger pointing”

f.  Most security issues will have their beginning in a community’s underlying social issues.
One company has a weekly security meeting that is proactively looking at the impact their
operations are having on the local community. Another company has a weekly community
meeting. Both are successful, the key is for companies to adopt a holistic approach.

57. In Mexico, discussions and negotiations must involve local governments and local communities , not
just the federal authorities.

58. A distinction between the role of local government and the role of the company must be made , and
from this distinction two views emerged:

a. Mining companies should resist creating confusion between themselves and the local
government, for example by building schools. This sometimes leads to the local
government abdicating these responsibilities to the mining companies.

b. But another view was to the opposite effect - that in Mexico mining companies build
schools, hospitals, and other social projects and they do it because it is the right thing to
do.

59. Challenges and responsibilities extend beyond the immediate community to the wider region.
Companies have an opportunity to assist more broadly, for example by sharing or giving knowledge
(like Bombardier did with the creation of university programs).

60. In Mexico, the importance of its relationship with Canada is recognized. Governments and business
may move slowly — but social norms and communication move much faster. There is a growing
interest in Canada occurring in Mexico — Canada is a mirror that Mexico can look at to gauge
developments in CSR.

61. Mining companies need to “share the pipe of peace” and be the first to extend their hand - which
they can do in many ways from training to capacity generally, and in so doing get out ahead of
potential conflicts.

62. Getting in contact with stakeholders before starting operations and defining a strategy focused on:
a. hiring employees locally at every level of the operation, from unskilled workers to
senior managers for which there are qualified people;
b. training skilled local workers, and managers;
c. hiring local specialists;
providing career plan for local workers and specialists;
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e. having local representatives on the board of the company at the local board level. At
least in one example, this strategy resulted in no conflict in an area that was known for
previous conflicts.

63. The existence of conflict and possibility for a solution depends on many variables:

a. whether the country has a strong judicial power (in Latin America this is usually the
weakest among the three powers of the state)

b. knowledge of the conflict relationship between the local or provincial vs. federal
governments in the host country, and

c. the extent to which an entrepreneurial business mentality prevails in the country vs. to
the extent that the country has populist social politics. In the latter case, dispute
resolution maybe more difficult.

64. The best tool is communication and making sure your message is being heard and understood.
Avoid making presentation full of terms that are not familiar to people who are not miners.
Managing expectations is key. When we do not manage expectations we create conflict.

65. Another tool is education. One of the biggest issues the mining industry is a lack of understanding
in the community at large as to the critical contribution that mining and minerals makes to our
society and modern way of life.

66. Be prepared to walk away if things do not work out — this is a cultural change for mining companies.
This is crucial if the concept of informed consent is to have any meaning. This needs to be combined
with knowing when to walk away.

67. It is very important to know when to stop. Miners lack conventional wisdom that others have —e.g.,
when you are standing in a hole, stop digging!

68. Do a diagnosis of Mexico before doing business in Mexico. The business culture in Mexico is not the
same as the business culture in North America. The conflict can be simply between the two
business cultures and not with the communities at all.

69. There are the necessary legal tools to deal with disputes in Mexico. However, culture of mediation is
new in Mexico and dialogue is new in Mexico. Sometimes it is easier in Mexico for dialogues to
happen through a third party.

70. There are the right legal instruments to resolve conflict in Mexico. There is a problem when the law
favours the person with the resources because there are issues with corruption.

71. Companies cannot do everything — there is an important role for governments both in raising
awareness for companies on the context of doing business in Mexico and assisting in promoting
dialogue between the companies and the communities.
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Theme 5: Key Take Aways - Pathways to Practice and Agendas for
Research

A dialogue to highlight key insights and learnings from the day.

Key Pathways for Improving Practice:

a. “Social License” - Deepening our understanding of what it is and what it will take to
operationalize it at all levels of the mineral sector.

b. Leadership - understanding the significance of senior level organizational commitment.

c. Bridge Building — across the “families” of stakeholders — corporate, government and
community, and the role of dialogue as a tool through which to achieve it within all stakeholder
groups.

d. Conflict Management Processes — at all levels from the site up must be present, including
adapting them to meet specific circumstances e.g. special responses for special circumstances
such as death.

e. Consolidating and streamlining standards and norms - to reduce complexity and facilitate
implementation.

f.  Achieving consistency across the industry, and its complex supply chain -In general, large
mining companies who are compelled to follow norms or standards (i.e., IFC's performance
standards) are increasingly recognizing the benefit of dialogue based processes as the way to
improve relationships between communities and companies. The challenge is to expand this
recognition and extend this capacity to small and medium companies, as well as NGOs and
communities, to recognize the potential and value of dialogue and collaborative engagement.

g. Broadening CSR discussions to CSER (Corporate Social and Environmental Responsibility) —to
recognize the fact that environmental and social both are important aspects of sustainability in
different but mutually supportive ways — e.g. developing a mine top of an aquifer that local
people rely on, only intensifies the impact on a community.

h. Recognize that respect and reciprocity are critical to any effective relationship - ie “The land in
Mexico for indigenous peoples is like a mother to us. We are willing to allow mining but there
must be reciprocity.”

i. Institutionalizing “trust” so it is not dependent on individual relationships but can be sustained
over time and changing personalities and people.
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j. Developing clear expectations across sectors on how Free Prior and Informed Consent is to be
operationalized - FPIC is part of the language of responsibility and sustainability in the mineral
sector, and is becoming institutionalized (e.g. IFC performance Standards and other norms)
Navigating the intricacies of implementing it so that there are clear expectations by both
companies and communities on what it will take to achieve it is critical.

Key Agendas for Research:

a. Identifying “Success stories” — developing the stories from which meaningful lessons can be
drawn and shared to inform and guide practices and build relationships e.g. in what situations
and under what conditions have dialogue based processes, mediation, and other forms of
intervention worked (and not worked) to resolve difficult conflicts around mining?

b. Developing case studies — and specifically the potential use of a collaborative approach in
developing the research approach and analysis is informed by cross-sectoral stakeholder
guidance and input in developing research outcomes that are, and are seen to be, credible by all
sectors.

c. Deepening our understanding of what is involved in the concept of social license — with
respect to its diverse elements including:

i Social capital — reciprocity and respect; dialogue and trust; building relationships and
resolving differences.

ii. Social contract —“benefits/costs” and how different sectors see and measure them; rules
on how benefits should be/ will be distributed and how rights and obligations are going
to be met and distributed.

iii. Cultural capital — the importance of understanding the role of “ culture “ —
organizational, professional, communities, countries etc - across divides as a factor in
achieving positive outcomes, and the importance of education and clear language .

iv. Targeted examination of what circumstances lead to enhanced “social license” (as
described above), and compare/contrast differences regionally, culturally, etc. E.g. is
there a Latin American social contract? European one? Maybe even a “global social
contract”.

d. Understanding "Responsibility” as applied to each of the sectors — deepening our
understanding of the responsibilities, not only of the corporate sector where it is well defined,
but with respect to all sectors and the importance of capacity building to support the exercise of
those responsibilities in achieving enduring relationships and sustainable outcomes.

e. Identifying the prerequisites and requirements of effective relationships and partnerships -
what are the parameters, conditions, and requirements for building effective cross-sectoral
partnerships?

f. Understanding the role dialogue/trialogues at the local level — what is their role and
importance in building effective relationships, and resolving grievances in the community and
the mine site; the promotion of local grievance and conflict resolution at the local level; the
impact of capacity building at the local level. Are they successful or useful?
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g. Tangible results at the local level — can social license be achieved and maintained without
concrete tangible results at the community level (jobs, education, etc.)

h. Are comprehensive investments in social programs, education, healthcare and the like the
only effective pathway to achieving sustainable relationships in the long term? Or is this an
unrealistic expectation that sets the bar to high? How far can the imposition of standards and
norms, or ‘hard law’ take us?

Concluding Comments:

Building relationships is akin to building an “asset”. Inevitably in a relationship there are differences, and
it is the way we manage our differences that determines their resiliency over the long term. Inevitably
differences can harden into difficult disputes, but often it is conflict that creates new opportunities to
build relationships or strengthen existing ones.

What we are dealing with in this context are the interactions between groups and organizations, which
adds many levels of complexity in creating enduring (i.e. “institutionalized “ ) relationships.

Canada and Mexico are partners within NAFTA and the reciprocal rights and responsibilities that special
relationship creates is another key factor that we have not explored but is another important element of

the context as we move this dialogue forward.

What we have done today is to open a wide field in which to pursue and deepen these discussions as we
continue to grow the conversation.

Appendix 1: Dialogue Agenda

October 20, 2011

8:00 am Continental Breakfast

8:45 Welcome and Introduction
Glenn Sigurdson, Executive in Residence and Chair, RMSI

9:00-9:30 Opening the Conversation
Introductions and roundtable dialogue on “the single most important thing which you
believe needs to be present to ensure effective relationships between companies and
communities”.

Theme 1: Why is this an Important Conversation? Priorities, Concerns, and Issues
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9:30-10:30 A dialogue on the nature, extent and importance of the Canada/Mexico
relationship in the mineral sector.

Lead Discussants: Brent Bergeron Gold Corp
Dra. Lilia Granillo Vazquez = Universidad Autonoma Metropolitana

Roundtable: Krista Robertson Department of Foreign Affairs and International Trade
Emilio Rivero ProMexico, Mexican Ministry of Economy
Vinita Watson Interamerican Development Bank
Ancelmo Garcia Labor Policy Institute
Armando Ortego New Gold
Dr. Carolyn Egri Simon Fraser University

10:30 - 10:45 Break

Theme 2: Embedding Sustainability and Developing Norms: Exploring Values and
Standards, Interests and Rights

10:45 - 12:00 A dialogue on embedding sustainability in organizational structures, global
standards and norms and the use of non coercive instruments in support of
sustainability objectives.

Lead Discussants: Dr. Stephanie Bertels Simon Fraser University
Dr. Kernaghan Webb Ryerson University

Roundtable: John Greenslade Baja Mining
Dr. Angeles Mendoza Sammet Protected Areas Management.org
Stephanie Garrett Consultant, SD & Corporate Responsibility
Edna Aguinaga Gallegos Consultant, Sustainability Reporting
Dave Barrett Ernst & Young, Sustainability Services

12:00-1:15 LUNCHEON and NETWORKING

Theme 3: Companies and Communities: People, Land and Minerals

1:15-2:15 A dialogue on land access, with particular reference to free prior informed
consent, indigenous communities and ejidos, and other aspects of Aboriginal and
collective rights.

Lead Discussants: Lic. Rocendo Gonzalez Patino Procurador, Procuraduria Agraria
Dave Porter First Nations Energy and Mining Council
Roundtable: Pedro Victoriano Cruz Indigenous Intercultural University of Michoacan
Cynthia Callison CH Laws
Rick Killam New Gold
Dr. Ingrid Putkonen Consultant
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2:15-2:30 Break

Theme 4: Building Relationships and Resolving Differences

2:30-4:15 A dialogue on relationship building and dispute resolution in the mining sector.

Lead Discussants: Dr. Marketa Evans Extractive Sector Corporate Social Responsibility Counselor
Jim Rader Avanzar Consulting
Roundtable: Dra. M. Teresa Universidad Nacional Autonoma de Mexico
Gutierrez- Haces
Gonzalo Rios Aura Minerals
Ezra Jimenez Yale Resoures Ltd.
Luis Felipe Medina Agnico-Eagle Mines
Kim Stirling Natural Resources Canada
Sergio Florencio Brazilian Consul General
Theme 5: Key Take Aways — Pathways to Practice and Agendas for Research

4:15-4:45 A dialogue to highlight key insights and learnings from the day.

Roundtable: Louis Guay Formerly, Department of Foreign Affairs and International
Trade
Dra. Lilia Granillo Vazquez (for Universidad Autonoma Metropolitana
Dr. Ricardo Sepulveda who
was unable to attend)

Robert Boutillier Stakeholder 360

Don McCutchan Gowlings-International
Nicole Lindsay Simon Fraser University
Kate Kopischke RESOLVE

4:45 - 5:00 Closing and Adjourn

An evening social will follow from 5:00 — 6:30 pm
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Appendix 2: Procurador Rocendo presentation

Simon Fraser University
Canada

Mining in Mexico

Programfor the Promotion of Public and Private
Investment on Rural Property (FIPP)

General Information

TotalSuface | 198,404,161 ha.
Ejido Surface 100,366,148 ha.
Agrarian Nuclei 31,701
Ejidos 29,358
Communities 2,343

Right holders 4,671,032

; % of forests and tropical
=¥ forests.

74% of the biodiversity.
* Source: National Agrarian Registry (August 31, 2011) 2/3 of the Mexican coast.

Category Agrarian g iface  Investors
Nuclei
P Faming 2,987 10,381,149 1,845
Bl Tourtism 718 4,141,786 80
Bl ndustrial 391 2,479,549 156
Mining 513 2,926,743 261
Il Developmentand Services 497 2,631,495 146
Il nfrastructure 439 3,283,235 26
B Envionmental 390 1,500,090 12
Total 5,935 27,344,047 2,526

Potential Beneficiaries: 154,285
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Investment Progress

National
Concept
2008 - September 2011

Formalized investment projects 2,619
Total estimated investment (millions of dollars) 9,114.77
Committed benefit for agrarian individuals (millions of 714.20
dollars)

es led to beneficiaries (millions of dollars) 204.68
Surface involved (number of hectares) 698,292
Beneficiaries involved 253,056
Projection of direct jobs to be created by investors

= 38,774

throughout the project
Projection of indirect jobs to be created by investors 43,536

throughout the project

National
Concept
2008 - September 2011

Formalized investment projects 281
Total estimated investment (millions of dollars) 2,325.77
Committed benefitfor agrarian individuals (millions of dollars) 220.31
Resources awarded to beneficiaries (millions of dollars) 61.39
Surface involved (number of hectares) 310,525
Beneficiaries involved 74,097

Projection of direct jobs to be created by investors

throughout the project 10,061

Projection of indirect jobs to be created by investors

throughout the project 15,486
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Position

Economic Affairs
Director, CIBC Centre for Corporate Governance and Risk
Management

Sustainability Consultant

Sustainability and Climate Change

Trade Commissioner

Vice President, Corporate Affairs

Assistant Professor, SFU Business

Consultant

Associate

Partner
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Director and Principal Investigator
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Representative
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CEO
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Managing Director, Learning Strategies Group
Assistant Dean, External Relations

Vice President - Operations & CFO
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Mexican Consulate

Simon Fraser University

Independent

Ernst and Young

Department of Foreign Affairs and International Trade
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Simon Fraser University
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University of BC

Simon Fraser University
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Canadian Business Ethics Research Network

First Nations Energy and Mining Council

Simon Fraser University
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International Labour Organization
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louis.guay@gmail.com
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Executive Director

Professor, Department of Law and Business
Member, Executive Committee
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Baja Mining

Gowlings - International Strategic Advisory Group
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ProtectedAreasManagement.org

Squamish Nation

NewGold

First Nation Energy Council

Consultant

Avanzar Consulting

GoldCorp
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ProMexico, Ministry of Economy

Department of Foreign Affairs and International Trade
Simon Fraser Univeristy

Simon Fraser University

CSE Group
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Email
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